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Shared Services

What are the challenges and opportunities associated with Shared Services?

What are the Best Practices for government in moving from every department
“owning their own?”

How does consolidation of IT infrastructure, standards and technologies fit with
Shared Services?

The Department of Technology Services and e
o @ East End Complex Auditorium
Gartner invite you to attend a presentation

. . 1500 Capitol Ave.
that will answer these questions. Sacramento, CA

Presentation By: Andrea Di Maio June 3, 2008

Gartner Vice President 1:30 — 3:00 PM

Andrea Di Maio is a vice president and distinguished analyst in Gartner Plaase RSVP to:
Research. He focuses on the public sector, with particular reference to i

e-government strategies, Web 2.0, the business value of IT,

open-source software and the impact of technology on the future of SHR DCRSVP@DTS.CA.GOV

government. Prior to joining Gartner, Mr. Di Maio was with the
European Commission, where he was responsible for part of the David Distefano Cynthia Edwards
Research & Development framework program, Year 2000 problem Dept. of Technology Services Gartner
resolution and the IT impact of the European single currency. Before 916-454-8063 916-414-2243
the European Commission, he held management and technical

positions in the systems and software industry. He has more than 20
years of experience in IT.




Introduction

Welcomel!

Stan Ota
DTS Customer Delivery Division Deputy

Presentation Slides will be available on the
DTS website soon.

Please complete your Evaluation Surveys!

More Events coming soon!
Including Gartner T-Day on ITIL Next Steps (9/25)



Shared Services —

Great Idea, Hard to Do

Andrea Di Maio

Gartner

So What Do You Mean by

'Shared Services'?

These take many forms. What you pick and what to expect depend on the
political conditions and desired expectations. You may have no choice!

Enterprise Biggest
Leadership Governance Challenge
R Avoiding
Consolidation Top-Down Autocratic Monopolistic
(All to One) Behavior
Mixed
Clusters Top-Down (autocratic or Unnggcsatsssary
(All to a Few) departmental)
. . Too Many
Shared Services Bottom-Up CLIJDS'(_0mef Moving Parts to
(Some to Some) Ll Execute
L Huge
D'St”buj[ed None Departmental Unnecessary
(Do Your Own Thing) Costs

Gartner




Key Issues

1. Which shared service models are most prevalent
in government?

2.What are the main lessons arising from the most
mature shared-service initiatives?

3. What key skills and competencies need to be
developed for success with shared services?

Gartner

Shared Services Promise Much, :

But Delivery is Hard

The Promise ... TG
* Benefits arising fom: I ........... St |
- Aggregation ! customer1 |
- Consolidation | Sovies | Shared:
H e . I Customer2 —ir—— Service
- Simplification : ! Provider
i ati it i Charges/ .
- Standardization Customer 3 Payanzge?ts Reslﬁ:;ﬁlrzgd
« Focused especially on | > o
financial benefits L.
— Operating and Capita| costs - Defined set of services and fees

« Service-level agreements
« Client relationship processes

The Results ...
« Successful global examples show cost savings are being achieved:
- Private sector: typically 14 — 17% 1
- Public sector: some examples of 15 — 20% 2
e Savings result predominantly from headcount reduction and

« But almost always these savings are lower than initial targets, with
elongated project timeframes and delayed benefits realisation.

Gartner

1Source: A T Kearney, “Shared Services 2Source: U.K. National Audit Office, “Improving Corporate
in Government 2", 2007 Functions Using Shared Services”, Nov 2007




Gartner Shared Services Definition

o The manner in which a service
: provider's people, processes,
H technology, structures, and funding
H will be orchestrated to meet specific
business value expectations — NOT an

operating model like centralization

Shared services is a service delivery model where
organizations achieve economies of scale through the
creation of a separate entity in which the "customers" have
a degree of ownership and determines the types of services

.. and service levels provided

o
o

.

.
A dedicated *
governance
model
Focused on selected business or
IT services

Gartner

Organization Delivery Model

@D @

Dept. A

Dept. B

i)

D

Dept. D

V 1uawiedaq
D jusawiiedaq
a wawiedaqg

g 1uawiredag

Takes the Promotes
investment transparency,
burden off accountability
small agencies and efficiency

Leverages
existing people
and assets

I Shared service provider
Gartner

[] user agencies




Potentially Shareable Services

Processes

Domain Constituent

Procssses Interaction

7 : Processes
- N

/. Social

: 4 \
services \ /- Direct
» Justice and A

public safety channels
» Revenue Il and portals
» Health « Indirect
Transport contact |
N /
channels
« Case /

Transactional Processes

/
+ Documents/forms/application processing, claims processing, billing and \ managemer}t

payment processing, bulk printing and mailing, data entry N . 7
-
Enabling Capabilities
Physical and Data and
rriiastructure Information
+ Assets —— facilities, equipment, « Directorigs —internal and external
fleets, real estate, networks, etc. - Gﬁtiz—ens & constituents) = N
+ Resources — broad and domain- « Databases & repositories — )]
\~S£emflc expertise, systems, etc. sdsmigrfx-phlc, mformitlo-r: eE._ -

Shared Services or:Centralization
With IT Infrastructure?

Business strategy

A Shared approach

A Shared or i is needed: greatest
Centralized : benefits come from
approach may Business i people/process/
suit, depending apzlica‘ions : technology

on the degree of an ) i simplification and
specificity, i icipatioy i change

enhancement or
flexibility needed
by separate

agency domains

A Centralized
approach is often
appropriate: lowest
need for flexibility
and specificity

- Universally defined as infrastructure

ﬁ Sometimes defined as infrastructure Gartne[




Approaches to Shared Services

Broad Scale/Scope

Mandatory
Domain or Cluster Approach

* Modest number of participants
(typically 5 to 10)

*Common in federal and state
jurisdictions

« Can involve the full range of sharable
services; increasingly being used as part
of awhole-of-government approach

Hardest <————— Easiest

Joint Initiative Approach

* Moderate to large number of participants
(typically 10 to 15 foundation members,
can grow to 70+)

« Common in municipal/local govt.
jurisdictions and geographic regions

« Can involve a wide variety of sharable
processes and capabilities

Limited Scale/Scope

Voluntary

Limited Partnership

* Small number of participants
(typically 2 to 6)

+Common in municipal/local govt. and
between jurisdictions (such as multiple
state governments) and geographic locales

« Can cover any sharable process and
capability, often driven by a common "pain
point"

Gartner

Case Study:

Queensland Shared-Service Initiative

f Queensland Government Agencies

"\ A Very Big Initiative

* Over 100 agencies

Standard Business Processes
I I I

Standard Corporate Service Software Systems
I S I I

(clulster> (Cluzster> (CIu;ter) (CIu:ter) (CIu;ter) (CIugter)
* 4+ 4

Standard Performance and Service Management

* HR, finance, procurement,
document and records
mgmt., and more

» Targeted to save $100+
million annually

Shared-Services Agency (SSA)
« PartnerOne
« Corporate Solutions Queensland
+ CorporateLink
CorpTech
—Technology center of skill = Service management

Education
and
the Arts

Health

¢

Parliamen-

Service

= Shared-service solutions:

» Strong but shared overall
governance arrangements

tary

The Model Is Evolving

» Six shared-service providers,
4 being consolidated to four

» Treasury: A stronger role

« Dec 02 — Government decision to implement shared services

2N

« July 03 — Shared-service providers established oW O
« July 04 — HR/Finance process reviews done \

; < TheBiggest
8 Solution Development 3 >
Five-Year B @@ Challenge ISESu®
~Overall Finance Rollout “. Now Coming ™
Time Frame s %
HR Rollout N
T T T T
2003 2004 2005 2006 2007 Gartne[




Case Study: U.S. Federal Government's

Line of Business Initiatives

The President's
e-Government

Line of Business (LOB) Initiatives

Initiatives
1.| Grants Management (GM) 5 in-b q
omain-base

* Government to i i
Cltizen 2.| Budget Formulation and Execution (BFE) processes

> COVETRIEIL (@ 3.| Case Management (CM)

Business 4.| Financial Management (FM) "Horizontal"

* Government to 5.| Human Resources Management (HR) processes
Government -

e — 6.| Geospatial LOB Enabling
Efficiency & 7.| Federal Health Architecture (FHA) capabilities
Effectiveness . :

. 8. Information Systems Security (ISS)
» E-Authentication
9.| IT Infrastructure (1I01) IT platform

Challenges:

« Utilizing — or creating — the necessary 'interests-in-common' amongst varying agencies
(for example differing size and/or focus)

« Orchestrating the various initiatives to implement and deliver services in concert

« Dealing with factional interests and partial realization of goals and timelines.

Gartner

Shared Services Case Study:

NHS Shared Business Services,_EngIand

INHS |
| Political commitment to shared services from top of government | Shared Business Services

Problem: 600+ autonomous NHS trusts, each with its own
finance and accounting department

| Offering: finance, accounting, HR, payroll, e-procurement |

| NHS piloted shared services before forming joint venture

| NHS gets 2/3 of profits

Participation by NHS trusts is optional. They get
*Guaranteed cost savings
*Better quality data

*More effective use of staff

140 NHS trusts have signed
up — more than % of total

The JV is approaching
profitability

Challenges: Resist demands for customization, help with pain of migration

Gartner
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/ Participants
““" mThe Provincial Government
= Municipalities

= Academia (Universities and
Community Colleges)

= Department of Health (Health
Authorities)

m Department of Education (K-12)

Case Study: Multi-Jurisdictional Shared;
Services — Nova Scotia ERP

{

How It Works

Provincial government provides
the software licenses

Nova Scotia provides the
computing infrastructure and
competency centre

Nova Scotia provides the help
desk support

User organizations engage
systems integrator for
implementation

Local government participation
is optional

Participation is mandatory for
organizations with more than 50
percent provincial funding

Case Study: Ontario Cluster Model

Office of the

—__| Manager, IT Business

Corporate Chief Information Officer &
Chief Strategist, Service Delivery

Planning & Reporting

]
Office of the Office of the Office of the Business Corporate ADM, e-Ontario
Corporate Corporate Corporate Chief|| Cluster Chief Security Program
Chief Service Chief Technology Information Management
Delivery Strategist Officer Officers* Office
Infrastruct C t Central
| Casiones | [ Ecoverment | 1 Coerte, | 1 aceness | |+ All ministries join
Business 1&IT Strateg IT Service | _I Community | a cluster.
Services H Policy, an ’ Management Services .
Processing Planning i Economics/ - IT Execut_lve .
o | Innovations | || Egonernic Leadership Council
Controllership Technol i
Faciiies echrlogy eait reviews and approves
|| Renewal and T Services provincial IT projects.
Coogram”
9 ustice o All IT support from
Tele- clusters or central IT.
M corrémunlcatlon Resources
ervices
ey 10 vl
4  Youth and

Social Services




Hard Lessons From Experiences

In the Public Sector

» Shared services are not technology projects, they are about business
change. Business and technical engagement is needed throughout.

» There is a need to build consensus which takes time and effort,
especially around stakeholder management.

» A strong business case is a powerful facilitator for change. Sound
baseline data provides a vital underpinning.

» Funding is problematic and often insufficient for the expected
outcomes. Work very hard to ensure budgets and funds are adequate.

» Effective communications are vital. From the outset, rumours will
spread very fast. Your programme must manage this.

* In government, the required cultural change is a significant barrier to
success and must be thoroughly addressed.

» Getting high-quality internal staff engaged in the project is critical.
This is often a primary reason that initiatives don't succeed.

Gartner

You Need a Well-Positioned Service

Portfolio/Service Catalog

Service Portfolio

Description | The service
What it is, what it does | portfolio
Bundling provides
Subservices, packaging relationship
Differentiation —] managers
Multiple offerings at different with tools to:
price points O Set

Value Proposition
Why should they buy it?
Competitive Advantage

expectations
appropriately.

Why should they buy it from you? 4 Bring
- perceptions
| Supported Products/Versions in line with
| SLAs/Escalations reality.
| Pricing and Chargeback 0 Sell.

| Exception Processes
| Benchmark Data

Gartner




Governance Roles: The Problem Is'/./..

Just About Everybody Chips In

Business IT Service
Areas Organization Providers
Clients Beneficiaries Intermediaries Entrepreneurs
and users of and enablers and suppliers
IT products = of IT products - of IT products -
Regulatory and services and services and services
Agencies Decisions Decisions Decisions
based on u based on u based on C
Other business cases technical delivery
and economic evaluation and management
Stakeholders evaluation _ performance || and business |

metrics evaluation

In successful initiatives, the shared-service provider
is usually a separate entity — organizationally and legally
— with a board or governing council, executive

and operational management.
Gartner

A Possible Future for Shared Services

[] user agencies I Shared or centralized I External service provider

service provider

Gartner




Key Messages and Recommendations

v" One size definitely does not fit all.

v" An effective shared-services arrangement requires:
- Sufficient interests in common

- Agreed and consistent mechanisms for funding, charging and
operating standards

- Client/supplier relationships that are seen to yield value

v’ Effective governance is crucial to success, with
appropriately shared ownership

v Implementation requires consistent and persistent
communications and change management —
regardless of people or political fluctuations.

v’ Shared services can be the solution, a stage toward the
solution, or a problem: fight the battles that is worth

fighting (and you have a chance to win) Gartner

Shared Services —
Great Idea, Hard to Do

Andrea Di Maio

Gartner
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